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CHAPTER I 
INTRODUCTION 

There is no single industry more important to the economic 
welfare and world influence of a nation, both in times of peace and 
war, than its shipping industry. Shipping has played an important 
role in the development of the United States. With independence, 
the influence of the maritime advocates was apparent. One of the 
first Acts of Congress passed in 1789? contained a maritime flavor 
which established discriminatory taxes and duties against foreign 
ships engaged in commerce with the new nation, the United States.^ 
Additional legislation which still remains in effect, followed which 
established cabotage and documentary restrictions. Thus, from the 
beginning, the United States Government has taken an active role in 
the maritime affairs of the nation in the belief that a strong 
merchant marine must be capable of responding to the needs of 
national security and is essential for economic prosperity and 
national prestige. 

In the compact, modern world, merchant shipping and national 
security are more closely related than ever before. By its very 
nature, shipping spans the nearly three-fourths of the world that 
is covered by water. Not only does shipping provide access to 

^ Military Sea Transport Service p . I . 
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sources of vital materials and resources, but it also provides the 
secure means of safeguarding a nation’s war-making potential and its 
ability to project that potential to the war fronts of the world. 

In both World War I and World War II the United States were found 
short in merchant shipping because it had relied too heavily upon 
foreign owned and operated ships to carry its import and export 
trade . 

As clear as this importance may seem, the nation's maritime 
history is in a state of decline. Voices from all segments of the 
American scene appeal to those responsible for the nation's welfare 
to Improve the states of the merchant marine. The matter is dis- 
cussed almost daily in the newspapers, in the magazines, and in the 
halls of Congress, but the decline of the merchant marine continues. 
This is a problem of large dimensions that is worthy of investiga- 
tion. 

The purpose of this paper is to examine the nature and causes 
of the decline in the merchant marine, and the consequences of this 
decline or national security as well as economic position in the 
free world. Further, the interest of this study is to survey 
methods by which the merchant marine might be revitalized and 
modernized . 

The study does not include domestic merchant marine operations 
including coastal trade and trade soley associated with the Great 
Lakes and the inland waterways. Quantative data referred to in the 
paper includes information only thru fiscal year 1965* This 
measure was considered necessary because of the temporary nature of 
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the impact on the shipping industry resulting from the Vietnam 
build up throughout fiscal year 1966. 

Chapter II will review the history and background of American 
ocean shipping including the effects of significant legislation, on 
subsidies and flags of convenience shipping. 

Chapter III will discuss the existing need for a merchant 
marine from the point of view of national security in time of war 
and economic progress in peace time. Also included is a review of 
the existence and need for the National Defense Reserve Fleet and 
the Military Sea Transport Service. 

Chapter IV will examine the current state of health of the 
merchant marine with respect to its present quantity and quality of 
equipment, participation in United States foreign trade. 

Chapter V will explore the impact of technology, recent 
government and industry studies into the existing problems in the 
immensely complex merchant marines, and to the extent possible, the 
future trends affecting the industry. 

Chapter VI will summarize Chapter II thru V and state the 
conclusion and recommendations as the manner which might best 
serve to revitalize and modernize the merchant marine as a respon- 
sive, efficient and effective segment of United States Industry. 
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CHAPTER II 



HISTORY AND BACKGROUND OF AMERICAN 
OCEAN SHIPPING 

Backg r ound to World War I 

The early history of our country is tied very closely to the 
sea. The original colonies were dependent upon sea transport, and 
as a result healthy shipping and shipbuilding industries sprang into 
existence almost from the start. The early Americans' inheritance 
of capital, science, skilled labor, and technological advances from 
Europe were responsible for the colonies' early and rapid economic 
growth. Tobacco, cooton, rice, lumber, and fur all found a welcome 
and lucrative market in Europe. By 1775 > colonial trade with 
England accounted for thiryt- three percent of the Mother Country's 
total trade. ^ 

The shipbuilding industry of the United States was a healthy 
maritime asset by 1776 and consisted of small shipyards from Maine 
to Georgia. The skilled craftsmen were abundant, and the best 
timber available for production of ships. ^ The best double-decked 

^Carl E. McDowell and Helen M. Gibbs, Ocean Transportation, 

(New York: McGraw Hill, 1954), p. 17- 

2 Ibld. , p. 20. 
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